Objective. The objective of the course is to introduce the modeling of heterogeneous agents economies, learn about economies with incomplete markets, and search and matching frictions.
Introduction 2. Theoretical Framework
• The neoclassical stochastic growth model: recursive formulation. Brock and Mirman (1972) and Stokey, Lucas, and Prescott (1989, chapter 1) .
• Stylized facts on inequality.
Budría, Díaz-Giménez, Quadrini, and Ríos-Rull (2002), Krueger, Perri, Pistaferri, and Violante (2010) and Heathcote, Perri, and Violante (2010) .
• The heterogeneous agents model in steady state. Huggett (1993) and Aiyagari (1994) . For a textbook exposition see Ljungqvist and Sargent (2004, chapters 16 and 17) .
Data
• The importance of uninsurable idiosyncratic shocks and precautionary savings. Storesletten, Telmer, and Yaron (2004) and Kaplan and Violante (2009) 
• Accounting for the wealth distribution.
Castañeda, Díaz-Giménez, and Ríos-Rull (2003) and Cagetti and Nardi (2006) .
Part II. Numerical methods applied to heterogeneous agents economies.
1. Introduction: basic concepts on numerical solutions.
Solving the household problem
• Value function iteration: discretization.
• Policy function iteration.
• Endogenous grid method. Hintermaier and Koeniger (2010) 
